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532-1-00 PURPCSE AND AUTHORI TY

This Instruction states the Departnent's policy and requirenents
for setting pay for Federal Wage System (FW5) enpl oyees.
Authority for this activity is set forth in Part 532 of the

O fice of Personnel Managenent (OPM regul ations and the OPM
Operating Manual - Federal Wage System dated 1996. The OPM
regul ations provide for certain flexibilities within which
Federal agencies may nmeke their own policy decisions concerning
rates of pay for FW5 enpl oyees.

532-1-10 COVERACGCE

This Instruction covers prevailing rate (FW5) enpl oyees within
t hi s Departnent.

532-1-20 REFERENCES

5 U S. Code, Chapter 53 (law - pay rates and systens)

5 CFR, Part 315, Subpart | (regul ations - probation on
initial appointnment to a supervisory or nanagerial position)
5 CFR, Part 532 (regulations - prevailing rate systens)
5 CFR, Part 536 (regulations - grade and pay retention)
HHS I nstruction 430-4 (enpl oyee performance managenent
system performance appraisal)

HHS I nstruction 531-2 (setting sal ary)

HHS I nstruction 531-4 (wthin-grade and quality step

i ncreases)

Operating Manual - Federal WAage System (1996 Updated OPM
publ i cati on)

I om moo Wr

532-1-30 W THI N- GRADE | NCREASES (W d s)

5 U S. Code 5343(e)(2) requires that an FW5 enpl oyee be
automatically advanced to the next higher w thin-grade step
(followm ng conmpletion of the required period of creditable
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service) provided the enpl oyee has a work performance rating of
satisfactory or better. It is the policy of this Departnent that
W t hi n-grade increase decisions for FW5 enpl oyees will be made in
accordance wth performance requirenents in HHS Personnel

I nstruction 430-4 and del egations of authority in HHS Personnel

| nstruction 531-4.

532-1-40 FEDERAL WAGE SYSTEM ANNUAL PAY ADJUSTMENT

The Program Support Center automatically updates the salaries and
produces SF 50s for the annual pay adjustnment for FW5 enpl oyees
wor ki ng in the Washington, D.C., netropolitan area if these

enpl oyees' pay rate determ nate codes in the personnel naster is
either O A B, E, F, J, or K Servicing personnel offices nust
process all pay adjustnents for FW5 enpl oyees outside the

Washi ngton, D.C., netropolitan area, regardless of the pay rate
determ nat e code.

532-1-50 H GHEST PREVI QUS RATE

A. Ceneral Policies

1. Wien the use of the highest previous rate (HPR) is
optional under CGovernnent-w de regul ations, the
Departnent’s policy is that the manager who approves a
Request for Personnel Action is authorized (unless
ot herwi se provided) to approve the enployee's rate of pay
after consultation with the personnel officer or his/her
desi gnee. That rate of pay nay be any rate between the
basic rate for the position and the HPR subject to the
restriction in 532-1-50B below. 1In this situation, the
enpl oyee has no entitlenent to a particular rate of pay.

2. \Wen applying the HPR, care nust be taken to avoid
wi ndfalls in pay for enployees being reinstated or
transferring fromother Federal entities which have pay
schedul es that are substantially higher than | ocal area
pay rates.

3. The HPR remains available for use in subsequent
pronotions or novenent of the enpl oyee to another
position, unless the restriction in 532-1-50B is
appl i cabl e.

B. Restriction
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The HPR cannot be used unl ess an enpl oyee's nost recent

annual performance rating is fully successful or better. |If
a performance rating is not avail able, because the individual
involved is being reinstated or transferred from anot her
agency fromwhich the rating is unavail able, a presuned fully
successful rating shall be applicable.

C. Effect of Tenporary Pronotion

The HPR may be used when setting salaries after tenporary
pronoti ons of one year or nore. If the HPRis not used, the
enpl oyee is placed at the step he/she woul d have attai ned had
t here been no tenporary pronotion.

D. Change to Lower G ade for Cause

Enmpl oyees who are changed to | ower grades for personal cause
cannot have their pay set pursuant to the HPR  \Wen

enpl oyees are changed to | ower grades for cause (e.g.,
inefficiency, less than fully successful performance,

m sconduct, etc.), their pay will be set in the | ower grades
so that there is a reduction in pay equivalent to at |east
two within-grade increases in the higher grade from which
being reduced. |If the two-step equival ent conputation (based
on an hourly rate) falls between two steps of the | ower
grade, the |lower step rate nust be used. Managenent my set
t he enpl oyee's pay as low as the first step of the grade to
whi ch the enpl oyee i s denot ed.

Note: |In accordance with 536. 105, an enpl oyee who i s down-
graded for cause is not eligible for retained pay.
Therefore, if the enployee's pay, after the above
conputation, falls above step 5 of the | ower grade,
pay will be set at step 5.

E. Change to Lower Grade at Owm Request (I ncluding Those
| nvol vi ng Transfers)

1. The HPR cannot be used when an enpl oyee is changed to a
| ower grade at his/her own request, except as indicated
in 2 below. (If an enployee is eligible for grade and pay
retention, his/her salary should be set in accordance
with 5 CFR 536.)

2. \Wen the enpl oyee-requested action al so serves the
conveni ence of the Governnent, the enployee's pay may be
set at the step represented by the HPR, or at a | ower
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step. The fact that an action serves the conveni ence of
t he Governnment nust be supported by docunentation that
reflects managenent's need for the enployee's skills and
know edge in the specific situation and that filling the
position with the enpl oyee avoids costs that would

ot herwi se accrue through recruitnent, reduction in
force, training, etc. (If FW5 enployees are eligible
for grade and pay retention, their pay shall be set in
accordance with HHS Instruction 531-2 and the OPM
Operati ng Manual - Federal Wage System Subchapter $9.)

3. Wien an enpl oyee requests a change to a |ower grade, to a
position which is |less than the top of a career |adder,
the highest rate that may be used in setting the
enpl oyee’s salary is the rate in the | ower grade which
upon repronotion, wll place the enployee at the rate of
pay he/she woul d have attained if the enployee had
remai ned in the former grade (unless the exception in 2
above applies). This includes any step increases the
enpl oyee woul d have received if he/she had renai ned at
t he hi gher grade during the period of qualifying for
repronotion. For exanple, if an enpl oyee woul d have
received step 3 of the former grade during that period,
the rate of pay at step 3 is used in determning the
enpl oyee’ s pay at the | ower grade.

| f the enpl oyee woul d not have been eligible for a step
increase at the former grade between the tine of the
change to | ower grade and the tine the enpl oyee wll
qualify for repronotion, the step increase cannot be
credited in setting the enployee's pay at the | ower

grade. For exanple, if the enployee qualifies for
pronmotion within 4 nonths after a change to a | ower grade
and the step increase at the higher grade is due in 9
mont hs, that step increase cannot be credited.

F. Special Pay Rates

Special pay rates for recruitnment and retention as provided
in5 US. Code 5305 can be used as the HPR under the
conditions outlined bel ow

1. Reassignnment nmust be fromand to positions within this
Depart nent .

2. The special rate nust be the enpl oyee's current rate of
pay.
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3. The servicing personnel officer/designee with appointing
authority for the position being filled (based on
recommendati ons from both gai ning and | osi ng managenent
officials) nmust determ ne that the need for services of
the enpl oyee will be greater in the new position.

G Change from General Schedule to FW5

1. \Wen General Schedule (GS) enpl oyees nove to the FWS5,
their pay is set in accordance with Subchapter S8-3.c and
d and Subchapter S9 in the OPM Qperating Manual - Federal
Wage System

2. \When GS enpl oyees nove to the FW5 and a nonforeign cost-
of-living allowance is applicable to the former GS
position, set pay pursuant to Subchapter S8-3.c and d as
well as 3.g (5) and (6) of the OPM Operating Manual -
Federal Wage System

H. Docunent ati on of | ntended Use of the HPR

When a personnel office intends to use the HPR but does not
have sufficient proof of an applicant's or an enpl oyee’s
previous rate of pay, it cannot grant the HPR until it
receives the necessary docunentation. Pending receipt of the
docunent ati on, the servicing personnel office nust annotate

t he enpl oyee's Notification of Personnel Action (SF 50) with
regard to its intent to use the HPR  The enpl oyee's pay w ||
be set at the | owest step or other appropriate step of the
grade until docunentation is received. Upon receipt of
confirmati on of the HPR the enployee's salary will be
adjusted retroactively to the date of appoi ntnent.

Accept abl e docunentation is an SF 50 or |ike docunent, or the
enpl oyee’ s official earnings and | eave statenent.



